


target for aspiring municipal politicians. As providers of essential services consumed
by a wide spectrum of the population, and large employers of labour, foreign-owned
utilities faced protest on many fronts. In addition, as the first foreign investors in the
field, British firms were sometimes subsequently confronted by aggressive competition
from European and US entities who appeared to offer consumers more up-to-date
services. In the 1920s, British operators in sectors such as electricity generation and
supply and telephones had to face challenges from Italian, Spanish and US firms. In
these circumstances, many British firms, like the telephone company, simply sold up.

Even ‘flagship’ enterprises like the railway companies were not immune.

The year 1928 was a traumatic one for British business in Argentina. The transfer of
some utilities to US conglomerates was but one of several incidents. More alarming
was news that US financiers were buying into the premier broad-gauge pampean
railways. ® The events of the late 1920s were regarded as much more serious in
Anglo-Argentine railway circles than the pre-First World War involvement of the
Farquhar Syndicate in British-owned mesopotamian standard gauge lines. Occurring
on the eve of the inter-war depression, the incident appeared to reveal the fragility of
British interests in what was still regarded as the key sector. At its maximum extent
after the Second World War, the Argentine railway network ranked sixth in the world
with British-owned lines accounting for 57 per cent of total mileage.”” Mileage
comparisons at this juncture tend to minimise the participation of non-state enterprises
as the purchase of most British-owned metre-gauge companies by the federal
government towards the end of the 1930s clearly reduced private mileage.

Nevertheless, the contrast with the position in 1896 is marked: after the

66 Sir Malcolm Robertson, British Ambassador, Buenos Aires, to R.L. Craigie,
Foreign Office, 14 March 1929. Public Record Office (Hereafter PRO), Foreign
Office Correspondence (Hereafter FO) 371/13460.

67 F. Barres ‘Resefia de los ferrocarriles argentinos’ Boletin de la Asociacion
Internacional Permanente del Congreso Panamericano de Ferrocarriles 38:86 (1944)
40, 64.
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denationalisation which followed the Baring Crisis, British companies had held 88 per

cent of total railway route mileage.®

As already stated, merchants had been active in the promotion of all early railways.
Having formed the first company, the FC Oeste, without a profit guarantee but with
a great deal of direct state funding, merchant capital withdrew and the line was taken
over by the province. Private initiative was then sustained by the Buenos Ayres Great
Southern and the Buenos Ayres and San Fernando (franchised by the province) and
the Central Argentine (licensed by the federal government). Anglo-Argentine capital
was involved with all these enterprises and was especially well represented in the
Southern. But the momentum of British railway building began to falter within a few
years. Between 1876 and 1880 not a single mile of new British-owned track was
opened. For almost twenty years after 1870 by far the greater part of the expansion
of the Argentine railway system was accounted for by state construction. New British-
owned companies were floated around 1880 and the rate of increase of construction
picked up after 1883 but substantial accretions to the non-state sector did not occur

until the period 1886-93.

With the liquidation of most government railways after the Crisis, private participation
rose. Between 1900 and 1914 total route mileage doubled. Expansion was
particularly rapid after 1907, when the Mitre Law extended for a further 40 years
exemption from taxation, and was largely accounted for by British lines.® Another
new round of expansion was initiated by the British railways in 1924 and closed in
1931. National and provincial government had also re-entered the field just before the

First World War. At about the same time governments also sought to re-activate

68 Republica Argentina, Segundo censo de la Republica Argentina (Buenos Aires,
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continental European interest in Argentine railway development, in part due to conflict
between established British companies and the rural elite. Three companies were
floated in Paris after 1902, mainly franchised by provincial governments.”” At
nationalisation, French-owned lines accounted for something less than 10 per cent of
total mileage. Government initiative increased again in the 1920s and became crucial
subsequently: every mile of new track opened after 1935 was inaugurated by the state
railway executive. Thus alternating (sometimes overlapping) cycles of British and

government initiative may be observed in the railway sector.

Like urban utilities, British-owned railways were criticised by contemporaries for high
charges and tariff structures. Poor quality of service, especially a shortage of rolling
stock, was a charge frequently heard during periods of rapid export growth.” Labour
relations were always an issue and particularly poor around 1907, during the 1910s,
from time-to-time during the 1920s and from the late 1930s into the war.”> The
calibre of management was criticised as was the responsiveness of London boards to
local requirements.” With the rise of economic nationalism and a general questioning
of the utility of the Anglo-Argentine connexion, these attacks become more frequent
and persistent. For their part, British companies were often exercised by other
concerns. The issues of competition and regulation were omnipresent. The non-
fulfilment of financial obligations by government always irked the companies. There

were perpetual moans about tardy settlement of government accounts (particularly
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(particularly profit guarantees) and the failure of state lines to honour railway clearing
house commitments. After 1907, with the enactment of the Mitre Law which placed
a ceiling upon profits and gave government the right to adjust tariffs, capital account
verification concerned every company, since profit rates were determined by the ratio
of earnings to investment. Exchange losses emerged as an issue after 1925 and
became of even greater importance with the introduction of exchange controls as did
the competition from road transport.”* Relations with home and host governments
assumed increasing importance during and after the inter-war years. Although they
had initially been hesitant about involving the Foreign Office in disputes with the
Argentine authorities, by the 1930s the companies had become incensed at the
increasingly frequent direct contacts between governments in Buenos Aires and
London about their long-term fate, and protested vehemently at the lack of

consultation.”

Twentieth-century perceptions of British railway enterprises in the republic were
largely forged in the years immediately following 1907. This was a period of
corporate amalgamation, sustained construction and good profits. It was at this time
that popular cartoonists conjured the image of the English octopus (el pulpo inglés).
British-owned trunk lines radiating from Buenos Aires were depicted as tentacles
firmly in control of the economy, constraining Argentine growth to the requirements
of British traders and financiers. This view was not entirely accurate: railway

amalgamation was often only achieved after competitive trunk line construction which

74 Raul Garcia Heras, ‘Hostage Private Companies under Restraint: British railways
and transport cordination in Argentina during the 1930s’, JLAS 19,1 (1987) pp. 41-67.
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resulted in hostile groups that engaged in periodic tariff wars.” Moreover, federal
and provincial governments were only too anxious to promote competitive railway
construction. Concessions were often awarded with this object. Rivalry was most
acute when funds were readily available, for example, during the 1880s and
immediately before the First World War. Precisely the periods when British
companies were alarmed by the spectre of continental European, US or state railway
investment in the highly profitable pampean zone. Hence their alarm at the
appearance of the Farquhar Syndicate after the turn of the century and rumours of
share-buying by US capitalists in the 1920s. However, the most telling challenge to
the primacy of British broad-gauge railway supremacy in the pampas would come with

highway building projects, notably in the 1930s.

In attempting to resolve conflicts with labour and disputes with government about
concessions, operating efficiency and tariffs, the British-owned railways invariably
preferred to mobilise local contacts before seeking diplomatic assistance. Only in the
1930s did they come to recognise the importance of seeking official support in
London. But by that stage the initiative lay with the British authorities themselves
who, much more than in the 1920s, were prepared to open discussion with Buenos
Aires about railway matters in advance of an approach by the companies or even to
act without prior consultation. In 1935 it was the Board of Trade, rather than the
companies, which inaugurated discussions about railway profitability and purchases
in the run up to the renewal of the bilateral commercial and clearing agreement.”” It
would be interesting to learn of the companies’ reaction to an exchange of telegrams
between the Bank of England and the Argentine Central Bank in 1939 in which the

76 Lewis, British Railways, chapters 6 and 7.

77 W. Runciman, President of the Board of Trade, to Sir John Simon, Secretary of
State for Foreign Affairs, 14 March 1935, PRO FO 371/18632: A2872/418/2.
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former suggested that the federal government might wish to employ blocked sterling

balances to purchase railway equity stock.”

Increasingly during the twentieth century railway labour relations were also drawn
more firmly into the political sphere as government paid more attention to welfare
issues and working conditions. Between the 1890s and the early 1920s railway labour
struggled to establish cohesive, effective representation that would be recognised by
companies and state.” Following waves of labour unrest before 1914, the federal
government became closely involved in virtually all major disputes, a tendency which
grew under Radical administrations of the 1910s and 1920s and did not diminish under
the more authoritarian political arrangements of the 1930s.** And, for some years
after 1943, labour generally had much greater access to government in the shape of
Colonel Juan Domingo Perén who was anxious to establish a following amongst
workers. But the railway unions were circumspect in their relations with Per6n,
aware of the corporatist tendendencies of the regime and anxious to maintain their

independence of the state.®
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By the 1930s, managerial independence in railway companies and public utilities was
highly circumscribed and was conditioned as much by government action in London
as in Buenos Aires. Even before the onset of the Second World War, the approaching
expiration of the 40 year tax break conceded by the Mitre Law was viewed by some
as signalling the likely end of British railway companies in Argentina. The critical
question concerned the nature of the end - expropriation or the establishment of a
mixed corporation with transfer of ownership and management phased over a longer

period.

Processing and Manufacturing: early initiatives and delayed developments

Early Argentine official publications divided ‘industry’ into three categories:
extractive, manufacturing and non-factory. For most of the post-1900 period, the
major ‘industries’ were meat packing, flour milling, wine making and sugar refining.
Textiles, clothing and footwear combined were the second largest branch of
manufacturing but factory-based production was a twentieth-century phenomenon and
the output of cotton textiles only grew dramatically during the 1930s.*? Even factory-
based manufacture was mainly small-scale. Large plants, employing more than 500
workers accounted for just over 20 per cent of industrial workers in 1935 and hardly

25 per cent in 1954.% This situation did not change dramatically until the 1960s.

At the beginning of the century, manufacturing output represented around 15 per cent
of gross domestic product. During the 1930s the proportion was 21 per cent and in

the 1950s about 25 per cent, peaking at 28 per cent in the 1960s before falling away .
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In 1935 there were over 37,000 establishments engaged in manufacturing and 148,000
in 1954.%  Foreign capital accounted for almost 12 per cent of investment in
manufacturing in 1955 while representing only a shade over 5 per cent of total fixed
investments. The areas of greatest foreign concentration were to be found in chemical
and pharmaceutical products (where 35 per cent of the capital was provided by foreign
firms), electrical machines and appliances (25 per cent), and rubber products (14 per
cent). There was also a significant presence in non-electrical machinery and metal
goods, foodstuffs and beverages, glass and ceramic ware, and extractive activities.®
How did British businesses fit into this picture? In 1940, funds in industry represented
8.1 per cent of total British investment in Argentina or 9.7 per cent of direct
investment.®” At that time British capital probably accounted for between 15 per cent
and 20 per cent of total foreign investment in industry.*® Meat packing alone absorbed

one-third of British investment in Argentine industry.

Given the nature of the export trade during the early part of the nineteenth century,
many merchant houses had invested in meat salting plants, the saladeros, which
supplied salted and dried meat to national and slave markets in the Americas. The
first modern meat packing plant was the River Plate Fresh Meat Company Limited,
floated by George W. Drabble in 1882, followed by the Sansinena plant set up in 1884
and by the Las Palmas frigorifico inaugurated by Hugh Nelson in 1886. These early

argentina en transformacion (Buenos Aires, 1993), p. 15.
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firms were financed by Anglo-Argentine or Argentine capital and were closely
connected with pastoralists, although the processing outlets were formed as distinct
businesses, separate from estancieros’ cattle interests.* Several other firms, such as
the La Plata Cold Storeage Company, the Smithfield and Argentine Meat Company,
Frigorifico La Blanca and Frigorifico Argentino, entered the business in the 1900s.
The River Plate meat industry was highly differentiated and small-scale at a time when
the global business was becoming internationalised, integrated and extremely

competitive.

These structural deficiencies became only too obvious with the entry of US capital in
1907. US packers looked to Argentina to compensate for a declining export surplus
in the USA which threatened their overseas markets, especially in Britain. Unlike the
Anglo-Argentine houses, they possessed extensive investments and expertise in
specialised refrigerated transport facilities, handling services, retail outlets and in
‘brands’. Within the space of a few years US packers dominated the most lucrative
business: in 1911 Anglo-Argentine firms still accounted for 67 per cent and 78 per
cent respectively of frozen mutton and frozen beef exports but US packers commanded
64 per cent of chilled beef exports. With each successive ‘meat war’ that erupted
after 1907, US firms gained a larger slice of business. Only after 1922, with the entry
of Vesteys, did British firms regain some of their ground. Indeed, Vesteys might be
more accurately described as the first British conglomerate to operate in the sector and
was quite different from the original Anglo-Argentine houses. Like the US packers,
Vesteys was an established firm in the international meat industry: the company drew
supplies from diverse sources and was a fully integrated business. Moreover it was
financed from London and did not rely on traditional sources of River Plate capital.

But even with Vesteys, which operated its own fleet of refrigerated vessels (the Blue

89 Peter H. Smith, Politics and Beef in Argentina: patterns of conflict and change
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Star line) and butchery chain (Dewhurst), British enterprises could do little more than

recapture about one-third of the business.*

At first, cattlemen welcomed the appearance of the US packers as likely to promote
competition. However, the rapid displacement of smaller ‘local’ firms by US
companies soon provoked fears of a meat trust. The response of estancieros was to
press for greater regulation.”” Later there were demands for state support for a
producers’ co-operative which, following Anglo-Argentine bilateral trade agreements
during the 1930s, would be allocated a specific export quota.” In the face of
strenuous opposition by existing meat packers and following a congressional enquiry,
the establishment of the Corporation of Argentine Meat Producers (CAP) was
authorised in 1934 and an export quota allocated to it when the Roca-Runciman Pact
was renewed in 1936.” Although some meat was shipped for the company in 1937
and a processing plant was subsequently acquired, the CAP had little long-term impact
upon the trade. Notwithstanding the ability of US and British meat-packers to contain
domestic competition, the long-term future of the companies and the business was not
good. Cattle production and the chilled beef trade was subject to increasing regulation

and exports threated by the growth in domestic consumption.** In the late 1940s
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Argentina was hardly able to fulfil meat export quotas to Britain set in post-Second
World War commercial agreements.” The situation improved somewhat thereafter
as cattle stocks increased during the early 1950s but numbers fell again in the late
1950s and early 1960s.”® The Anglo-Argentine meat trade never really recovered
from the foot-and-mouth embargo of 1968. By the 1970s most frigorificos were
functioning well below capacity, some had ceased to operate and others were
considering closing operations in Argentina, frustrated as much by a rising tide of
government regulation in Argentina as an increasingly hostile international

environment.”’

As with meat-packing houses, the operations of foreign oil companies were also
subject to closer scrutinty in the 1930s. Here, too, there were fears that overseas
companies were acting in concert against local interests. This led to frequent,
increasingly hostile, amendments to regulatory regimes during the 1950s and 1960s.%
Shell, for example, which had engaged in local exploration and production in the
1920s found its business increasingly limited to distribution therafter.” Seeking to
supply the local market, British oil firms were subject to growing competition from
national and foreign firms and ultimately an expanding state enterprises that achieved
a high degree of integration in the national market, something that was denied to

foreign companies. Dependent upon overseas sources of supply, British firms were
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particularly vulnerable both to supply constraints and to domestic competitors, much

more so than their US counterparts.

Organizational structure and flexibility of response to a changing political order were
also critical for the performance of British manufacturing firms. By the mid 1930s
a number of British manufacturers had set up operations in Argentina. Household
names such as Dorman Long, Crosse & Blackwell, Bryant and May, Lever Brothers,
Pilkingtons, and ICI were manufacturing under the industria argentina banner.'®
Many of these companies were highly successful and their share of the market ensured
that their operations were already more valuable than indicated by nominal
capitalization. Most, but not all, of these firms had opened in Argentina during the
1920s; others had supplied the market from their own depots and agency chains. The
decision to set up in Buenos Aires was obviously influenced by the buoyancy of the
market and a lucrative export business previously conducted through specialist
importers. As the list of members of the Buenos Aires British Chamber of Commerce
(founded in 1914) indicates, most major British manufacturers were represented or had
agents in the country. In some cases the sheer volume, and nature, of the business
encouraged manufacturers to shift from exporting to local production. But the drift
towards protectionism during the 1920s was another reason. Faced with increased
duties, and often by modest local competition, the options facing British companies

were either to manufacture locally or to abandon the market. ' And competition was
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not entirely local. During the 1920s US firms were also beginning to manufacture in
Argentina. Whether or not they were led by US firms, British companies recognised
that once a foreign competitor had set up operations in Argentina, they were

compelled to do likewise.'"

The principal differences between most US manufacturers and their British
counterparts was that British firms often bought into local business. US companies
were inclined to construct new branch factories. Arguably, this was in part due to the
sectoral configuration of manufacturing in Britain in the pre-First World War years.
US manufacturing investment in Agrentina focussed largely on technically complex
capital goods and consumer durables, areas where there was virtually no local
manufacture before the 1920s. Conversly, domestic firms were fairly well represented
in the production of basic wage goods such as food, beverages and tobacco and simple
chemicals.'® A classic example of this strategy is provided by the d’Erlanger group
which bought into several manufacturing businesses. D’Erlanger also introduced local
companies to potential British buyers looking for outlets in Argentina. Pilkingtons,

Bryant and May, and ICI had all pursued the same strategy.

An estimate of 1935 places British investment in manufacturing and extractive

industries at £15.4 millions. '™

By 1955 the nominal value of direct British
investment in Argentina was £35 millions (about US$110 millions) of which the
greater part must have been in manufacturing. By 1965 the total value of investments
had increased to US$181 millions: almost half was in manufacturing and engineering

companies, the second largest holding, US$63 millions, was in ‘distribution’ of which
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by far the greater part was represented by oil and petroleum facilities. This data takes
no account of changes in the value of money over time but is the best proxy for the
distribution of business activities. However, if the data is accurate, it indicates that
there was little real growth in the book value of investment in manufacturing between
1935 and 1955 and possibly 1965. Indeed, there was a tendency for investment in
manufacturing to contract in the post-War period, particularly after 1965. In 1968 the
total nominal value of British investment had declined to US$162 millions with the
absolute decline of capital in manufacturing almost equalling the total contraction.
Some 59 companies accounted for 95 per cent of British investment in Argentina in

1968; 22 smaller firms were responsible for the balance.'®

Amongst the large
enterprises were traditional processing companies like Forestal, Bovril and Leibigs;
equally established firms such as British-American Tobacco and Alpargatas (an Anglo-
Argentine family textile business); and companies with more recently established
branches, such as Babcock and Wilcox, Perkins, Plessey, Pilkingtons, Shell,

Beechams, Lever Brothers and ICI associates.

How is the cautious approach of British firms in the manufacturing sector to be
explained? There were hardly any new entrants after the 1950s. Perkins, producing
tractor motors and compressors, opened a factory at Coérdoba in 1963. It was one
(possibly the only one) of a very small number of British companies to set up
operations in Argentina at this time.'” Exisiting firms appeared content to do little
more than maintain exisiting operations, losing market share when competitors were
prepared to invest in additional capacity. In the surge of new foreign investment
which occurred in the mid and late 1960s, British firms were largely conspicious by

their absence. Between 1962 and 1968 several local businesses were absorbed by
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foreign capital, mostly by US conglomerates but also by continental European

companies seeking to challenge their North American competitors.'”’

Perhaps, given the character of the immediate post-war decades, it would be more
reasonable to enquiry why these firms did not, like the meat packers, abandon
operations in Argentina. The general contraction in the British business community
in the late 1940s, with the nationalisation of the railways and public utilities, must
initially have had an adverse impact on the confidence to those firms and managers
who remained. Subsequently, the poor performance of the economy which was
characterised by shortening cycles of modest growth and stagnation, accelerating
inflation, repeated balance of payment crises, and an unpredictable regime of exchange
control also discouraged initiatives. Sluggish market expansion and the deteriorating
political environment - corruption and capricious intervention were specifically

mentioned by some managers - would have had a similar impact.'®

Perhaps of equal
concern was the burgeoning set of regulations associated with policies of import-
substitution and social welfare. Peronist economic policies undoubtedly had an
adverse impact on most large foreign companies. The near prohibition on profit
remittances and a system of import licensing designed to favour domestic firms
resulted in the paralysis of several US operations. Rigid control of manufacturing
failed to promote industrial development. On the contrary, it fostered the growth of

small, labour-intensive units and stalled the expansion of foreign investment in

manufacturing set in motion before the Second World War.'” After the fall of Perén
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in 1955 the debate about the role of foreign capital in the manufacturing sector
intensified rather than subsided. Nationalist sentiments were fuelled by the growth
new foreign direct investment in the 1960s. There were sharp shifts in official policy,
regulations became more stringent and terrorist attacks on the property and personnel
of transnational corporations began.''® When these policies were reversed after 1976,
the opening of the economy to imports hardly encouraged optimism on the part of

exisiting producers.

Nevertheless, the sub-sectoral spread of British firms in Argentina probably accounts
for the relatively poorer performance of British business, compared with US and other
foreign rivals, during these difficult years. Official data indicates that the sector
underwent a substantial transformation between 1954 and 1974. As indicated above,
one feature of this period was concentration. There was a substantial increase in new
investment and the number of firms declined. Another was marked differences in sub-
sectoral performance. Dynamic branches such as metallurgical goods, motor vehicles
and machinery registered dramatic increases in output and participation in total
industrial production while the share of traditional branches such as food and
beverages, textiles and leather goods in total output contracted.''" British firms tended

to be over-represented in the latter sub-sectors.
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A Century of Expansion and Ossification

Three phases can be determined in the Anglo-Argentine business connexion: the first
drew to a close in the 1880s and may be characterised as one of growth and
diversification; the second ran until the 1920s and might be depicted as a period of
consolidation; the final phase was one of survival, but little substantive innovation, and
it ended in sharp contraction. While individual firms may have displayed a vibrant
response to changing local and international circumstances throughout the period, the
general picture is one of increasing structural rigidity in the sectoral profile of British

activities.

During the first cycle, almost all enterprises, with the possible exception of one or two
railways, might have been described as Anglo-Argentine entities. The vast majority
of firms had attracted at least token local capital or had recruited effective indigenous
representation. The profile of business activity changed after the 1890s. The pattern
of export-led growth placed greater emphasis upon infrastructural investment and for
various reasons the readjustments which occurred following the Baring Crisis tended
to enhance the role of foreign private companies. By the turn of the century, the
focus of British activities had tilted sharply towards railways and utilities and the
administration of many firms became British rather than Anglo-Argentine. This
tendency was assisted by the withdrawal of the state, the insolvency of many River
Plate enterprises that had looked to London for debenture capital in the hectic 1880s
and by a re-focusing of indigenous capital upon agriculture and related activities.
Thereafter there was little radical change in the overall profile of British business
initiative. Consequently, as the international environment became more competitive
for Argentina during the immediate pre-First World War period and again in inter-war
decades, British enterprises became more visible. Structural problems of the period
were blamed on British firms. It was perhaps inevitable that the British-owned
railway companies should become a focus of discontent. Urban utilities became
another butt of near universal criticism. Economic nationalists regarded the

persistence of foreign enterprises in these fields as a singular affront, a sentiment that
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was popularised and generalised in the 1930s. By this stage, the Anglo-Argentine

connexion was perceived as benefiting but a narrow spectrum of Argentine society.

There had been a moment during the last major investment boom before the First
World War when it appeared that the structure of British business interests in
Argentina might evolve once again rather than stagnating. New initiatives in
manufacturing and the proliferation of earlier extractive enterprises mirrored changes
taking place amongst German and US investments in Argentina. This precocious trend
was frustrated by a number of factors. The reduced availability of funds for overseas
investment in London clearly inhibited, even if it did not entirely suffocate, the
process. The location of manufacturing operations in Argentina by several
conglomerates demonstrates that the spirit of transnational enterprise was alive if not
particularly well in Britain. An equally critical factor may have been responses by
traditional businesses and by the British government to the problems of the moment.
Aware that British companies were increasingly exposed to foreign competition in
Argentina in the 1920s and even more sensitive to the condition of some firms in the
1930s, the authorities in London began to take a direct interest in British business
affairs in the River Plate. This is not to say that government had not intervened on
behalf of individual firms before the 1920s. The difference in the 1930s was that a
co-ordinated strategy for Anglo-Argentine commercial and financial relations was
gradually evolved at a time of recession when Britain’s position was seen to be
threatened by the twin problems of economic nationalism and US rivalry. The official
British policy response was first to protect existing operations - and safeguard the
interests of bond-holders - so as to secure a flow of remittances from the republic
rather than to encourage diversification. Later, an official British emphasis on trade
(associated in part with the continuation of exchange controls) rather than investment
and production overseas, coupled with pessimism about long-term prospects for

demand growth in Argentina, discouraged innitiatives.
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